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EXPOSURE DRAFT

PROPOSED STATEMENT ON AUDITING
STANDARDS
OMNIBUS—2006
July 25, 2006

Prepared by the AICPA Auditing Standards Board for comment from persons interested in
auditing and reporting issues

Comments should be received by September 15, 2006, and should be addressed to
Sherry Hazel, Audit and Attest Standards,
AICPA, 1211 Avenue of the Americas, New York, NY 10036-8775
or via the Internet to shazel@aicpa.org.
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July 25, 2006
Accompanying this letter is an exposure draft, approved by the Auditing Standards Board (ASB),
of a proposed Statement on Auditing Standards (SAS) entitled Omnibus—2006.
A summary of the significant provisions of the proposed SAS accompanies this letter.
Comments or suggestions on any aspect of this exposure draft will be appreciated. To facilitate
the ASB's consideration of responses, comments should refer to specific paragraphs and include
supporting reasons for each suggestion or comment.
Written comments on the exposure draft will become part of the public record of the AICPA and
will be available for public inspection at the offices of the AICPA after October 30, 2006, for one
year. Comments should be sent via the Internet to Sherry Hazel, Audit and Attest Standards, at
shazel@aicpa.org no later than September 15, 2006. Comments may also be mailed to Sherry
Hazel, Audit and Attest Standards, AICPA, 1211 Avenue of the Americas, New York, NY 100368775 in time to be received by September 15, 2006.
Sincerely,

John A. Fogarty

Charles E. Landes

Chair

Vice President

Auditing Standards Board

Professional Standards and Services
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SUMMARY
Periodically, the Auditing Standards Board (ASB) issues an Omnibus Statement. The Omnibus
includes proposed revisions to existing Statements on Auditing Standards (SASs) that have been
accumulated over a period of time. The proposed revisions due to the significance of the issues
and cost benefit considerations do not in and of themselves warrant the issuance of separate
standards. Therefore, an Omnibus is issued.

WHY ISSUED AND WHAT IT DOES
•

In December 2005 the ASB issued SAS No. 102, Defining Professional Requirements in
Statements on Auditing Standards. That SAS defines the terms the ASB will use in
establishing professional requirements that impose an obligation on the auditor. In March
2006 the ASB issued SAS No. 105, Amendment to Statement on Auditing Standards No.
95, Generally Accepted Auditing Standards. Among other things, SAS No. 105 amends
SAS No. 95 to clarify the terminology used by the ASB in describing professional
requirements in accordance with SAS No. 102. The proposed SAS Omnibus will amend
the general and reporting standards that were not amended by SAS No. 105. The
proposed SAS Omnibus will also amend those SASs that quote the 10 standards to
conform them with the changes in SAS No. 105 and to the changes proposed in this
Statement.

•

SAS No. 109, Understanding the Entity and Its Environment and Assessing the Risks of
Material Misstatement, requires the auditor to identify and assess the risk of material
misstatement at the financial statement level and at the relevant assertion level related to
classes of transactions, account balances, and disclosures. SAS No. 110, Performing
Procedures in Response to Assessed Risks and Evaluating the Audit Evidence Obtained,
requires the auditor to determine overall responses and design and perform further audit
procedures to respond to the assessed risks of material misstatement at the financial
statement and relevant assertion levels in a financial statement audit. The proposed
amendment to SAS No. 99, Consideration of Fraud in a Financial Statement Audit, adds
a footnote to SAS No. 99 that provides a clear link between the auditor’s consideration of
fraud and the auditor’s assessment of risk and the auditor’s procedures in response to
those assessed risks.

•

SAS No. 103, Audit Documentation, amended SAS No. 1, Codification of Auditing
Standards and Procedures, “Dating of the Independent Auditor’s Report,” by changing
the date of the auditor’s report from the date of completion of fieldwork to no earlier than
the date on which the auditor has obtained sufficient appropriate audit evidence. The
amendments in this exposure draft are necessary to remove references to the completion
of fieldwork .

•

The date of management’s representation letter is changed to align it with the
requirement in SAS No. 103 that the auditor’s report not be dated prior to the date on
which the auditor has obtained sufficient appropriate audit evidence.

HOW IT AFFECTS EXISTING STANDARDS
This exposure draft would result in a new SAS that would amend:
•

SAS No. 95, Generally Accepted Auditing Standards, and those Statements that refer to
the 10 standards

•

SAS No. 99, Consideration of Fraud in a Financial Statement Audit

•

SAS No. 101, Auditing Value Measurements and Disclosures

5

•

SAS No. 59, The Auditor’s Consideration of an Entity’s Ability to Continue as a Going
Concern, as amended

•

SAS No. 57, Auditing Accounting Estimates

•

SAS No. 1, Codification of Auditing Standards and Procedures, “Subsequent Events”

•

SAS No. 85, Management Representations
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PROPOSED STATEMENT ON AUDITING STANDARDS
OMNIBUS—2006
Proposed Amendment to SAS No. 95, Generally Accepted Auditing
Standards,
1.
This amendment revises Statement on Auditing Standards (SAS) No. 95,
Generally Accepted Auditing Standards, by clarifying the terminology used to describe
professional requirements imposed on auditors in the 10 standards. The first general
standard and the three standards of fieldwork were amended by SAS No. 105,
Amendment to SAS No. 95, Generally Accepted Auditing Standards. New language is
shown in boldface italics; deleted language is shown by strikethrough.
2.

Paragraph 2 of SAS No. 95 is amended as follows:
The general, field work, and reporting standards (the 10 standards) approved and adopted by
the membership of the AICPA, as amended by the AICPA Auditing Standards Board (ASB),
are as follows:
General Standards
1.
The audit must be performed by a person or persons having adequate technical
training and proficiency as an auditor.
2.

The auditor must maintain In all matters relating to the assignment, an
independence in mental attitude is to be maintained by the auditor or auditors in
all matters relating to the assignment.

3.

The auditor must exercise Ddue professional care is to be exercised in the
performance of the audit and the preparation of the report.

Standards of Field Work
1.

The auditor must adequately pla n the work and must properly supervise any
assistants.

2.

The auditor must obtain a sufficient understanding of the entity and its
environment, including its internal control, to assess the risk of material
misstatement of the financial statements whether due to error or fraud, and to
design the nature, timing, and extent of further audit procedures.

3.

The auditor must obtain sufficient appropriate audit evidence by performing audit
procedures to afford a reasonable basis for an opinion regarding the financial
statements under audit. [footnote omitted]

Standards of Reporting 2
1.
The auditor must state in the auditor’s report shall state whether the financial
statements are presented in accordance with generally accepted accounting
principles (GAAP).3
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2.

The auditor must identify in the auditor’s report shall identify those
circumstances in which such principles have not been consistently observed in
the current period in relation to the preceding period.

3.

When the auditor determines that informative disclosures are not reasonably
adequate, the auditor must so state in the auditor’s report. Informative
disclosures in the financial statements are to be regarded as reasonably adequate
unless otherwise stated in the report.

4.

The auditor must either express an report shall contain either an expression of
opinion regarding the financial statements, taken as a whole, or state an assertion
to the effect that an opinion cannot be expressed, in the auditor’s report. When
the auditor cannot express an overall opinion cannot be expressed, the auditor
should state the reasons therefor should be stated in the auditor’s report. In all
cases where an auditor’s name is associated with financial statements, the auditor
report should clearly indicate provide contain a clear-cut indication of the
character of the auditor’s work, if any, and the degree of responsibility the
auditor is taking, in the auditor’s report.

____________
2. The reporting standards apply when the auditor issues a report. The reporting standards do
not apply when the auditor declines to issue a report as a result of the engagement.
3. When an auditor reports on financial statements prepared in accordance with a
comprehensive basis of accounting other than generally accepted accounting principles, the
first standard of reporting is satisfied by stating in the auditor’s report that the basis of
presentation is a comprehensive basis of accounting other than generally accepted accounting
principles and by expressing an opinion (or disclaiming an opinion) on whether the financial
statements are presented in conformity with the comprehensive basis of accounting used.

Amendments to SASs that Quote the General, Fieldwork, and Reporting Standards
to Conform With Changes in This Proposed SAS
3.
This amendment revises SAS No. 1, Codification of Auditing Standards and
Procedures (“Independence”), to conform with the change in paragraph 2 of this
proposed SAS.
.01

The second general standard is:
The auditor must maintain In all matters relating to the assignment, an
independence in mental attitude is to be maintained by the auditor or auditors in
all matters relating to the assignment.

4.
This amendment revises SAS No. 26, Association With Financial Statements, as
amended, paragraph .08, to conform with the change in paragraph 2 of this proposed
SAS.
5.
The second general standard requires that "The auditor must maintain In all
matters relating to the assignment, an independence in mental attitude is to be maintained
by the auditor or auditors in all matters relating to the assignment." The independent
public accountant must be without bias with respect to the client; otherwise, he or she
would lack that impartiality necessary for the dependability of his or her findings.
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Whether the accountant is independent is something he or she must decide as a matter of
professional judgment.

6.
This amendment revises SAS No. 1, Codification of Auditing Standards and
Procedures (“Due Professional Care in the Performance of Work”), as amended, to
conform with the change in paragraph 2 of this proposed SAS.
.01

The third general standard is:
The auditor must exercise Ddue professional care is to be exercised in the
planning and performance of the audit and the preparation of the report.
[Footnote omitted.]

7.
This amendment revises SAS No. 1, Codification of Auditing Standards and
Procedures (“Adherence to Generally Accepted Accounting Principles”), as amended, to
conform with the change in paragraph 2 of this proposed SAS.
.01

The first standard of reporting is:
The auditor must state in the auditor’s report shall state whether the financial
statements are presented in accordance with generally accepted accounting
principles (GAAP).1

____________
1. When an auditor reports on financial statements prepared in accordance with a
comprehensive basis of accounting other than generally accepted accounting principles, the
first standard of reporting is satisfied by stating in the auditor’s report that the basis of
presentation is a comprehensive basis of accounting other than generally accepted accounting
principles and by expressing an opinion (or disclaiming an opinion) on whether the financial
statements are presented in conformity with the comprehensive basis of accounting used.

8.
This amendment revises SAS No. 1, Codification of Auditing Standards and
Procedures, (“Consistency of Application of Generally Accepted Accounting
Principles”), as amended, to conform with the change in paragraph 2 of this proposed
SAS.
.01

The second standard of reporting (referred to herein as the consistency standard)
is:
The auditor must identify in the auditor’s report shall identify those
circumstances in which such principles have not been consistently observed in
the current period in relation to the preceding period.

9.
This amendment revises SAS No. 32, Adequacy of Disclosure in Financial
Statements, to conform with the change in paragraph 2 of this proposed SAS.
.01

The third standard of reporting is:
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When the auditor determines that informative disclosures are not reasonably
adequate, the auditor must so state in the auditor’s report. Informative
disclosures in the financial statements are to be regarded as reasonably adequate
unless otherwise stated in the report.

10.
This amendment revises SAS No. 26, Association With Financial Statements, as
amended, to conform with the change in paragraph 2 of this proposed SAS.
.01

The fourth standard of reporting is:
The auditor must either express an report shall either contain an expression of
opinion regarding the financial statements, taken as a whole, or state an assertion
to the effect that an opinion cannot be expressed, in the auditor’s report. When
the auditor cannot express an overall opinion cannot be expressed, the auditor
should state the reasons therefor should be stated in the auditor’s report. In all
cases where an auditor’s name is associated with financial statements, the auditor
report should clearly indicate contain a clear-cut indication of the character of
the auditor’s work, if any, and the degree of responsibility the auditor is taking,
in the auditor’s report.

11.
This amendment revises SAS No. 58, Reports on Audited Financial Statements,
as amended, to conform with the change in paragraph 2 of this proposed SAS.
.04

The fourth standard of reporting is as follows:
The auditor must either express an report shall either contain an expression of
opinion regarding the financial statements, taken as a whole, or state an assertion
to the effect that an opinion cannot be expressed, in the auditor’s report. When
the auditor cannot express an overall opinion cannot be expressed, the auditor
should state the reasons therefor should be stated in the auditor’s report. In all
cases where an auditor’s name is associated with financial statements, the auditor
report should clearly indicate contain a clear-cut indication of the character of
the auditor’s work, if any, and the degree of responsibility the auditor is taking,
in the auditor’s report.

Amendments to SASs That Quote the General, Fieldwork, and Repo rting Standards
to Conform With SAS No. 105, Amendment to Statement on Auditing Standards No.
95, Generally Accepted Auditing Standards
12.
This amendment revises SAS No. 1, Codification of Auditing Standards and
Procedures (“Training and Proficiency of the Independent Auditor”), as amended, to
conform with the amendment made in SAS No. 105, Amendment to Statement on
Auditing Standards No. 95, Generally Accepted Auditing Standards.
01.

The first general standard is:
The audit is to must be performed by a person or persons having adequate
technical training and proficiency as an auditor.
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13.
This amendment revises SAS No. 39, Audit Sampling, as amended, to conform
with the amendment made in SAS No. 105, Amendment to Statement on Auditing
Standards No. 95, Generally Accepted Auditing Standards, and to change evidential
matter to audit evidence.
.04
The third standard of field work states, “The auditor must obtain S sufficient
appropriate 3 audit evidence competent evidential matter is to be obtained by performing
audit procedures through inspection, observation, inquiries, and confirmations to afford a
reasonable basis for an opinion regarding the financial statements under audit.” Either
approach to audit sampling, when properly applied, can provide sufficient audit evidence
evidential matter.
____________

3. See paragraph 6 of Statement on Auditing Standards (SAS) No. 106, Audit
Evidence, for the definition of the term appropriate.
14.
This amendment revises SAS No. 39, paragraph .05, to change evidential matter
to audit evidence.
.05
The sufficiency of evidential matter audit evidence is related to the design and
size of an audit sample, among other factors. The size of a sample necessary to provide
sufficient evidential matter audit evidence depends on both the objectives and the
efficiency of the sample. For a given objective, the efficiency of the sample relates to its
design; one sample is more efficient than another if it can achieve the same objectives
with a smaller sample size. In general, careful design can produce more efficient samples.

Proposed Amendment to SAS No. 99, Consideration of Fraud in a
Financial Statement Audit
15.
To provide a clear link between the auditor’s consideration of fraud and the
auditor’s assessment of risk, the following footnote is to be added to the heading prior to
paragraph .35 of SAS No. 99 titled “Identifying Risks That May Result in a Material
Misstatement Due to Fraud.”
15. SAS No. 109, Understanding the Entity and its Environment and Assessing the
Risks of Material Misstatement, requires the auditor to identify and assess the risk of
material misstatement at the financial statement level and at the relevant assertion level
related to classes of transactions, account balances and disclosures. See paragraph 102
of SAS No. 109.

16.
To provide a clear link between the auditor’s consideration of fraud and the
auditor’s response to assessed risks, the following footnote is to be added to the heading
prior to paragraph .46 of SAS No. 99 titled “Responding to the Results of the
Assessment.”
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20. SAS No. 110, Performing Audit Procedures in Response to Assessed Risks and
Evaluating the Audit Evidence Obtained, requires the auditor to determine overall
responses and design and perform further audit procedures to respond to the assessed
risks of material misstatement at the financial statement and relevant assertion levels
in a financial statement audit. See paragraphs 4 and 7 of SAS No. 110.

17.
The amendments in paragraphs 1 through 16 of this Statement are effective for
audits of financial statements for periods beginning on or after December 15, 2006.
Earlier application is permitted.

Proposed Amendments to SASs to Remove References to Completion of
Fieldwork
18.
SAS No. 103, Audit Documentation, amended SAS No. 1, Codification of
Auditing Standards and Procedures (“Dating of the Independent Auditor’s Report”) to
change the date of the auditor’s report from the date of completion of fieldwork to require
that the auditor’s report be dated no earlier than the date on which the auditor has
obtained sufficient appropriate audit evidence to support the opinion on the financial
statements. The following amendments are necessary to remove references to the
completion of fieldwork throughout the codification of Statements on Auditing
Standards.
19.
SAS No. 101, Auditing Fair Value Measurements and Disclosures, paragraph .41,
is amended as follows:
Events and transactions that occur after the balance-sheet date but before the date of the
auditor’s report completion of fieldwork (for example, a sale of an investment shortly
after the balance-sheet date), may provide audit evidence regarding management’s fair
value measurements as of the balance-sheet date. In such circumstances, the audit
procedures described in paragraphs .26 through .40 may be minimized or unnecessary
because the subsequent event or transaction can be used to substantiate the fair value
measurement. [Footnote omitted.]

20.
SAS No. 59, The Auditor’s Consideration of an Entity’s Ability to Continue as a
Going Concern, as amended, paragraph .02, is amended as follows:
The auditor has a responsibility to evaluate whether there is substantial doubt about the
entity's ability to continue as a going concern for a reasonable period of time, not to
exceed one year beyond the date of the financial statements being audited (hereinafter
referred to as a reasonable period of time). The auditor's evaluation is based on his or her
knowledge of relevant conditions and events that exist at or have occurred prior to the
date of the auditor’s report completion of fieldwork. Information about such conditions
or events is obtained from the application of auditing procedures planned and performed
to achieve audit objectives that are related to management's assertions embodied in the
financial statements being audited, as described in section 326, Evidential Matter.
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21.
SAS No. 57, Auditing Accounting Estimates, paragraph .10, is amended as
follows:
In evaluating reasonableness, the auditor should obtain an understanding of how
management developed the estimate. Based on that understanding, the auditor should use
one or a combination of the following approaches:
a.

Review and test the process used by management to develop the estimate.

b.

Develop an independent expectation of the estimate to corroborate the
reasonableness of management's estimate.

c.

Review subsequent events or transactions occurring prior to the date of the
auditor’s report completion of fieldwork.

22.
SAS No. 57, Auditing Accounting Estimates, paragraph .13, is amended as
follows:
Review subsequent events or transactions. Events or transactions sometimes occur
subsequent to the date of the balance sheet, but prior to the completion of fieldwork date
of the auditor’s report, that are important in identifying and evaluating the
reasonableness of accounting estimates or key factors or assumptions used in the
preparation of the estimate. In such circumstances, an evaluation of the estimate or of a
key factor or assumption may be minimized or unnecessary as the event or transaction
can be used by the auditor in evaluating their reasonableness.

23.
SAS No. 1, Codification of Auditing Standards and Procedures, “Subsequent
Events,” paragraph 12, is amended as follows:
In addition, the independent auditor should perform other auditing procedures with
respect to the period after the balance-sheet date for the purpose of ascertaining the
occurrence of subsequent events that may require adjustment or disclosure essential to a
fair presentation of the financial statements in conformity with generally accepted
accounting principles. These procedures should be performed at or near the completion of
the field work date of the auditor’s report. The auditor generally should: [There is no
change to 12(a) to (d) and 12(f). The change to 12(e) is presented in paragraph 23 of this
SAS.]

Proposed Amendment to SAS No. 85, Management Representations, and
SAS No. 1, Codification of Auditing Standards and Procedures
(“Subsequent Events”)
24.
To align the date of the representation letter with the requirement in SAS No. 103
that the auditor’s report not be dated prior to the date on which the auditor has obtained
sufficient appropriate audit evidence, the following amendment is proposed to SAS No.
85, Management Representations, as amended. Paragraph .09 is amended as follows:
The written representations should be addressed to the auditor. Because the auditor is
concerned with events occurring through the date of his or her report that may require
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adjustment to or disclosure in the financial statements, the representations should be
made as of a date no earlier than the date of the auditor’s report. [If the auditor “dual
dates” his or her report, the auditor should consider whether obtaining additional
representations relating to the subsequent event is appropriate. See section 530A, Dating
of the Independent Auditor’s Report, paragraph .05]. The letter should be signed by
members of management with overall responsibility for financial and operating matters
whom the auditor believes are responsible for and knowledgeable about, directly or
through others in the organization, the matters covered by the representations. Such
members of management normally include the chief executive officer and chief financial
officer or others with equivalent positions in the entity.

25.
The following amendment is proposed to SAS No. 1, Codification of Auditing
Standards and Procedures (“Subsequent Events,” paragraph 12(e)).
Obtain a letter of representations, dated as of a date no earlier than the date of the
auditor’s report, from appropriate officials, generally the chief executive officer, chief
financial officer, or others with equivalent positions in the entity, as to whether any
events have occurred subsequent to the date of the financial statements being reported on
by the independent auditor that in the officer’s opinion would require adjustment or
disclosure in these statements. The auditor may elect to have the client include
representations as to significant matters disclosed to the auditor in his or her performance
of the procedures in subparagraphs (a) to (d) above and (f) below. (See section 333,
Management Representations.)

26.
The amendments in paragraphs 18 through 25 of this Statement are effective for
audits of financial statements for periods ending on or after December 15, 2006. Earlier
application is permitted.
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